
STATE PLAN UNDERtitle XIX OF M E  SOCIAL s e c u r i t y  ACT 
MEDICAL ASSISTANCE PROGRAM 
STATE ARKANSAS 

R ESTABLISHING PAYME 

2. Disproportionate Share (Continued)Payment 

(6) Fora hospital, the low income utilization rate is the sum(expressed as a 

percentage) of the fraction calculated as follows: 

o 	 Total Medicaid inpatientrevenues paid to the hospital, plus the amount 
of the cash subsidies received directly from the state and local 
governments in a cost reporting period, divided by the total amounts of 
revenues of the hospital for inpatient services (including the amount of 
such cash subsidies) in the same cost reporting period; plus, 

0 	 The total amount of the hospital's chargesfor inpatient hospital services 
attributable to charitycare (care provided to individuals who have no 
source of payment, third patty orpersonalresources),lesscash 
subsidies received from state and local governments in a cost reporting 
period, divided by the total amount of the hospital's charges for inpatient 
services in the hospital in the same period. The total inpatient charges 
attributed to charitycare shall not include contractual allowancesand 
discounts (other than for indigent patients not eligibleformedical 

! 	 assistance underan approved Medicaid State Plan), that is,reductions in 
charges given to other third party payers such asHMOs, Medicare or 
Blue Cross. 
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Share (Continued)2. Disproportionate Payment 

3. 	 The hospitalmusthave at least two obstetricians with staff privileges at thehospitalwhohaveagreed 

to  provide obstetric services to  individuals entitled to such services under a Medicaid State Plan. In the 

case of ahospitallocated in arural area, (that is,anareaoutside of aMetronolitanStatistical Area 

asdefinedby the ExecutiveOffice of ManagementandBudgets), the term "obstetrician"includesany 

physician withstaff privileges at the hospital to performnonemergencyobstetricprocedures.An 

obstetrician in an urban setting is defined as a board certified obstetrician with staff privileges at the 

urban hospital who performs nonemergency obstetric procedures. 

The above section does not apply to a hospital which: 

0 The inpatientsarepredominantlyindividualsunder 18 yearsof age;or, 

0 Does not offer nonemergencyobstetricservicesas of December21, 1987. 

Hospitals must notify the Arkansas Medicaid Program immediately of obstetrical physician staffing changes that 

disproportionate eligibilityaccording to the above criteria. receiveaffect their share Hospitals will not 

disproportionatesharepaymentsforanyperiod of time in which the hospital does not meet theobstetrical 

physician criteria. The State MedicaidProgram will verifylauditfor anychanges in the above obstetrical 

physician status. 

4. 	 Effective July 1,1995, thehospital must 

of one percent. 
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Share2. Disproportionate Payment (Continued) 

General DSH payment Provisions Amlieable to al l  DSH Providers 

Al l  disproportionatesharepayments will be based on desk reviewed cost reportinformation and 
statistics. 

The annual disproportionate share payment adjustment to  each disproportionate share hospital shall 
not exceed the l imit for that hospital. 

The calculation of the l imit is as follow* 

The limit applicable to  disproportionate share payment adjustmentsis composed of two parts. The first 
part of the l imit is the Medicaid "shortfall." The"shortfall" is the costof servicesfurnished t o  
Medicaid patients, less the amount paid under the d is-propor t ionate share payment method under 
the State Plan. 

The second partoftheformulaisthe costofservicesprovided topatientswho have no health 
insurance or source of third party payment for services provided during the year, less the amount of 
payments made by these patients. 

Disproportionate HospitalShare Limit = M + U 

A 


i M = 	 Cost of Services to  Medicaidpatients,less the amount 
paid by the State under the d is-propor t ionateshare 
payment provisions of the State Plan 

U = 	 Cost of Services to  UninsuredPatients,.lessany cash 
payments made by them 

Cost of Services 

The definitionofthecostof servicesincludes allinpatientcostsallowable under the Medicare 
principles of reasonable cost reimbursement. 

Uninsured Patients 

Uninsured patients is definedas patients who do not possess health insurance or do not have a source 
of third partypayment for services provided, including individuals who do not possess health insurance 
which applies to  services for which the individual sought treatment. 
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Share (Continued)2. Disproportionate Payment 

If the total ofalldisproportionatesharepaymentamounts for alldisproportionatesharehospitals(acutecare, 


inpatientpsychiatric,rehabilitativehospitals andborder city hospitals) exceed in anygivenyear the federally 


determined disproportionate share allotment for Arkansas, the disproportionate share payments will bereduced 


proportionately among disproportionate share hospitals to a level in compliance with the federal disproportionate 


shareallotment. The following cities whicharelocated within a fifty (50) mile trade areaareconsidered 


borderingcities:Poplar Bluff, Missouri;Greenville,Mississippi;Poteau,Oklahoma;Memphis,Tennesseeand 


Texarkana,Texas. 


RateappealProcess 


Participatinghospitalsareprovided the followingmechanism to appeal theirdisproportionateshareeligibility 


andlor rate. 


A. Al l  hospitals will benotifiedoftheireligibilitystatusforthedisproportionate sharepayment 


and of this disproportionate rate, by certified mail. A hospitaladministratormay request 

reconsideration of a program decision by writing to theAssistant Director, Division of Medical 

Services. 

supersedes TN 9 -.5!22E 
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B. 


This request must be received within 20 calendar days following receipt of the certified letter 

which notifies the hospital of their disproportionateeligibility status andlor rate. Upon receipt 

the request for review, the Assistantof Director will determine the need for a 

program/provider conference if needed. Regardless of the program decision, the provider will 

be afforded the opportunity for a conference if he wishes for a full explanation of the factors 

involved in theprogram decision. Followingreviewofthe appeal request, the Assistant 

Director will notify the hospital of the action to be taken by the Division within 20 calendar 

days of receipt of the request for review or the date of the program/provider conference. 

If the Assistant Director's, Division of Medical Services, decision is unsatisfactory, the facility 

may then appeal the question to a standing Rate Review Panel established by the Director of 

the Division of Medical Services which will include one member of the Division of Medical 

Services, a representative of the ArkansasHospitalAssociationand a member of the DHS 

Management Staff who will serve as chairman. 

The request for review by theRate Review Panel must be postmarked within 15 calendar days 

following the notification of the initial decision by the Assistant Director, Division of Medical 

Services. The Rate Review Panel will meet to  consider the question within 15 calendar days 

after receiptof a request for such appeal. The question will be heard by the paneland a 

recommendation will besubmitted totheDirectoroftheDivisionofMedical Servicesfor 

approval. 
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Arkansas Department of Human Services 
Division of Social Services 

Bill Clinton Seventhand Main Streets 
Governor P.O. Box 1437 
ray Scott Little Rock, Arkansas 72203 
Director 

September 18, 1984 

James R. Merryman 

Assoc ia teReg iona lAdmin is t ra to r  

D i v i s i o n  o f  Programoperations 

DHHS/HCFA Reg iona lO f f i ce  

1200 Main Tower b u i l d i n g  

Da l las ,  TX 75202 


Dear Mr. Merryman: 

Curtis L. ivery 
Commissioner 

T h i si st op r o v i d et h ea d d i t i o n a li n f o r m a t i o nr e l a t i v et o  
ArkansasMedica idp lant ransmi t ta l  84-14 which was requested i n  y o u r  
l e t t e rd a t e dA u g u s t  28, 1984. 

a )  Ques t ion :  The S t a t e ' s  o fa s s u r a n c e sJ u l y  5,  1984, 
i nd ica tetha ttheproposedmethods  o f  payment take  
i n t o  a c c o u n t  t h e  s i t u a t i o n  o f  h o s p i t a l s  s e r v i n g  a 
d i s p r o p o r t i o n a t e  number o f  lowincomepat ients  i n  
accordance wi th  42 CFR 447.253(b )  (1)( ii) ( 4 ) .  The 
S ta te  i s  r e q u e s t e d  t o  c l a r i f y  how t h i sr e q u i r e m e n t  
hasbeenmet undertheproposed amendment andwhether 
anyspecialpaymentprovis ionshave been e s t a b l i s h e d  
f o rt h e s eh o s p i t a l s .  I f  so, t heseprov i s ionsshou ld  
be i n c l u d e d  i n  t h e  p l a n .  

Response: As o u t l i n e di nt h eS t a t eP l a nr e v i s i o n ,  
t hep rospec t i vera tesa rebased  oneach i n d i v i d u a l  
h o s p i t a l  ' s  c o s t s  as r e f l e c t e d  on t h e  1982 c o s t  
r e p o r tt r e n d e dt h r o u g ht h er a t ey e a r .a c c o r d i n g l y  
h o s p i t a l s  t h a t  will i n c u r  e x t r a  c o s t s  i n  t r e a t i n g  
a d i s p r o p o r t i o n a t e  s h a r e  o f  M e d i c a i d  r e c i p i e n t s  w i t h  
s p e c i a l  needs will be r e i m b u r s e da p p r o p r i a t e l ys i n c e  
suchcostswereused t o  c a l c u l a t e  t h e  p r o s p e c t i v e  r a t e .  

b )  a s s u r a n c e s  i n d i c a t eQues t ion :  The S t a t e ' s  a l s o  t h a t  
theproposedmethod o f  payment p r o v i d et h a tr e i m 
bursement f o rh o s p i t a lp a t i e n t sr e c e i v i n gs e r v i c e s  a t  
an i n a p p r o p r i a t el e v e lo fc a r er e f l e c t st h el e v e lo f  
c a r ea c t u a l l yr e c e i v e du n d e rc o n d i t i o n ss i m i l a rt o ,  
and i n  a manner c o n s i s t e n tw i t hS e c t i o n  1861(v)(l)(G) 
o ftheSoc ia lSecur i t yAc t .  The S t a t ei sr e q u e s t e d  

"The Arkansas department of humanServices is in rnmnlinnrewith Titles VI and VI1 of the civil rights Art a d  is operated managed and 
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t o  c lar i fy  whether the proposed methods would provide
for payments t o  hospitals for patients who no longer 
are i n  need of a hospitallevel of care and who are 
awai t ing  placement i n  a long term carefaci l i ty .  The 
Stateis  n o t  required t o  make these payments However, 
i f  theStateintends t o  do so,  the p l a n  should specify
thelevels of care for whichpayment wi l l  bemade 
a l o n g  with the methods of  payment. 

Response: The State ,  a t  t h i s  time, does n o t  intend t o  
make payments t o  hospitals for patientsawaiting
placement i n  long term carefac i l i t i es .  S h o u l d  the 
State wish t o  make such payments i n  thefuture. an 
appropriateState Plan change wouldbe submitted. 

Question: Although the proposed amendment provides
for the use of the HCFA market basket index t o  adjust
for inflation i n  cornputin? ra tes ,  we havebeen unable 
t o  replicatetheinflationfactorsset forth on page 22 
o f  Attachment 4.19-A. As a resul t ,theStateis  
requested t o  provide an example of how these factors 
were derived. The example should show, f i r s t .  how the 
base periodcostper day i s  trended forward t o  J u l y  1, 1984 
for a provider with a given f iscal  .year end and , second , 
how thecost per day  isfurtheradjusted for projected
inflation during the S t a t e ' s  f i r s t  r a t e  period(July 1, 1984 -
June 30, 1985). 

Response: The Inflation Index Calculationscontained i n  
Section 1.13 areincorrect. These calculations havebeen 

Please thecorrected. substitute attached page. This 
revised page i l l u s t r a t e s  how thecalculations were Performed. 

d )  	 Question: I n  Section 1.11 of  Attachment 4.19-A, an example
of a ratecalculationis provided for a hospital with a base 
period endingJune 30,1982. This example uses an inflation 
adjustment o f  1.24727. 

According toSection 1.13 of  theattachment,theinflation 
adjustment factor would be 1.20727. We assume thefactor 
used i n  the example was hypothetical, we ask theState t o  
confirm th is  or otherwiseexplainthediscrepancy. 

Response: The inflationfactoras well as theothercost 
d a t a .  bed days, etc..arehypothetical . 

i 
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e)  i n f o r m a t i o n  S t a t eques t ion :  The r e l a t e d  t h e  s u b m i t t e d  
i n d i c a t e dt h a tt h ep r o p o s e d  amendment w o u l d  r e s u l t  i n  
a ni n c r e a s eo f  14 percentintheaverageperd iempay
ment r a t e .  The S t a t ei sr e q u e s t e dt oc l a r i f yt h eb a s i s  
f o rt h i sp r o j e c t e di n c r e a s e .S p e c i f i c a l l y ,i st h i s  
p r o j e c t i o n  basedontheaverageperdiem Payment f o r  t h e  
Per iodFebruary  13,1984 .- June30,1984. o r  f o r  t h e  
S t a t e ' se n t i r ef i s c a ly e a re n d i n g  June30,1984. I f  t h e  
l a t t e r  p e r i o d  was used, we wouldnotethatpayments 
th roughouttheyearwerela rge lybased on reasonable 
c o s t ,  and t h a t  a 14 p e r c e n ti n c r e a s ei n  paymentsabove 
t h i sl e v e lw o u l da p p e a rt oe x c e e dt h er a t eo fi n c r e a s e  
Medicarewouldal lowunder  42 CFR 4Q5.463. As a r e s u l t ,  
i f  theS ta te ' sannua lpe r iod  was used a s  b a s i s  f o r  t h e  
p r o j e c t i o n  o f  i n c r e a s e d  payment l e v e l su n d e rt h e  
p r o p o s e dp l a n ,t h eS t a t ei sr e q u e s t e dt op r o v i d e  
a d d i t i o n a ls u p p o r tf o ri t sa s s u r a n c et h a tt h eu p p e r  
l i m i t s  s e t  f o r t h  u n d e r  42 CFR 447.253(b)(2)wouldnot  
be exceededundertheproposed amendment. 

Response: 14 p e r c e n ti n c r e a s ei n d i c a t e di nt h eThe 
r e l a t e di n f o r m a t i o n  was i n c o r r e c t .  The es t ima ted  
averageperd iemof  $274 i sc o r r e c t .  When compared 
t ot h ee s t i m a t e da v e r a g ep e rd i e mi ne f f e c t1 / 0 1 / 8 4 ,  
which was $252, t h er a t eo fi n c r e a s ei s8 . 7 % .  ?he 
r a t e s  i n  e f f e c t  1/91/84were n o t  r e f l e c t i v e  o f  one 
r a t ey e a rb u ti n c l u d e db o t h  1982and1983 cos tda ta .  
\!hen compar ingthesera teswi ththemedicarera tes ,  
one mus tcons ide rtha tun l i keMed ica re ' sProspec t i ve  
paymentsystem.therearenopassthroughcosts i n  t h e  
proposedsystem. 

H o p e f u l l yt h i sa d d i t i o n a li n f o r m a t i o n  will p r o v i d e  you t h ed a t a  
you need t o  f a v o r a b l y  r e v i e w  t h i s  p l a n  r e v i s i o n .  

IfyoushouldhaveanyQuestions,please do n o t  h e s i t a t e  t o  
con tac tus .  

Commissioner I 

CL I /mr
Attachment 


